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Jamaican Stock Market

Fiscal Year to December
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The fiscal outturn for the Year to December 2014 showed a deficit
of $28.8Bn, which was 14.8% lower than anticipated, driven
primarily by expenditure cuts. The primary balance stood at
$66.5Bn and was only 0.8% above budget, but virtually on the floor
of the IMF’s $66Bn target for December. With not much cushion
between the floor and the year to date primary surplus outturn,
sustaining a 7.5% primary surplus over the medium-term will be
challenge. The IMF has indicated that the government’s ability to
achieve this target will hinge on a targeted one percentage point
of GDP reduction in the wage bill (to 9% of GDP). This will likely
be achieved through a rationalization of the public sector, given
that public servants will be more reluctant to accept an extension
of the current wage freeze.
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Expenditure totaled $315.7Bn, with all expenditure line items
being lower than target. The most significant deviation from
budget was capital expenditure which was 31.1% lower than the
targeted amount $26.5Bn.

Weekly Movement in Indices
Indices

Closing Levels

Change

JSE Combined Index

80,967.47

+2,554.23

JSE Market Index
All Jamaican Composite

79,120.65
87,178.87
2,366.14
585.90

+2,581.48
+2,886.21
+98.75
-

Jamaica Select Index
JSE Cross Listed Index

Most Active Stocks
NCBJ

35,171,277

74.13%

LASM

3,054,484

6.44%

LIME

2,089,456

4.40%

Top Winners & Losers This Week
$ Change

Winner:JMMB

% Change

$0.50

+7.58%

Winner:SGJ

$1.82

+9.08%

Loser:GENAC

-$0.14

-7.78%

Loser:LIME

-$0.03

-6.25%

On the other hand, tax revenues continued to underperform,
coming in 3.6% lower than budget at $268.3Bn. However the
outturn was slightly above the IMF floor of $260Bn. While tax
revenues from PAYE exceeded target by 4.1%, this was offset
by lower corporate profits which fell behind budget by 30.1%,
causing revenues from Income and Profit to trail budget by 4.4%.
Other factors that contributed to the underperformance of tax
revenues were lower than expected GCT receipts both locally and
from international trade.
We expect tax revenues to be challenged during FY2015/16
as the overall tax base will be eroded by a lower wage bill and
weaker imports (driven in part lower oil cost of oil). Tax revenues
from international trade will likely be challenged going forward on
account of the decline in imports. Imports are expected to remain
relatively weak, as the depreciation of the J$ against the US$
has made imports increasingly expensive. The authorities intend
to limit the drop in tax revenues to about 0.3% of GDP, and are
exploring alternative policy options to support the revenue growth
objective. The IMF projects that nontax revenues could decline,
by 0.3% of GDP, given the one-off receipts in the past two budget
cycles from the sale of telecommunications licenses.
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Net International Reserves Starts Off the New Year With
a Decline
After ending the 2014 calendar year at US$2001.09Mn
and surpassing the IMF December 2014 target by
approximately US$740Mn, Jamaica’s Net International
Reserves (NIR) registered a significant decline at the
start of 2015. NIR levels at the end of January 2015 was
US$1,785.36Mn, a US$215.73Mn decline over December
2014’s outturn. Despite a 17.7% decline in foreign
liabilities, the falloff in currency and deposits and special
drawdown rights resulted in lower month-over-month NIR.
The intervention in the foreign exchange market by the
Central Bank contributed to the decline in foreign assets.
At current exchange rates, there is enough reserves to
purchase 23.83 weeks of Goods Imports and 16.67 weeks
of Goods & Services Imports based on the estimated
value of imports for the 2014/2015 fiscal year. This is still
in excess of the 12 week international benchmark.
Remittance Surpasses Pre-Crisis Levels
Jamaica continues to record improvements in its net funds
received from abroad. For the month of October 2014,
net remittances were US$160.3Mn, a 5.3% increase
when compared to the same month in 2013. More robust
growth in the remittance inflows outpaced the increase in
outflows. Inflows for the month of October were US$8.9Mn
(+5.2%) and pushed total remittances to US$179.7Mn.
On a cumulative basis, net remittances fared just as well
for the January to October 2014 period. Inflows have
increased by 4.8% to US$1,783.9Mn and have surpassed
pre-crisis levels. Remittance inflows benefitted handsomely
as the US, which accounts for approximately 60% of total
inflows, continues to see improvement in its jobs market.
The US unemployment rate fell to 5.8% in October 2014,
its lowest level since 2008. Most notably, the industries
that added the most jobs were food services and drinking
places, retail trade, and health care which are the primary
industries of employment for immigrants. Consequently,
inflows from the US moved up by 4.9%. Net remittances
as at October 2014 were US$1,591.5Mn, a 6% growth.
Given higher wages and an expanding labour force in the
US, we are anticipating that remittances will end 2014 on

JMD Money Market
Market liquidity levels were significantly constrained at the
start of last week due to multiple FX market interventions
carried out by BOJ in the prior week. This was exacerbated
by the Central Bank’s announcement of a 1-year USD-Indexed
Note offer which opened on Tuesday, February 3, 2015 with
a coupon of 3.25%. The instrument had an impressive takeup at the close of trading on Tuesday of J$3.6B (US$31.5M)
triggering the BOJ’s early closure of the issue. On Wednesday,
the market received an infusion of funds from the maturity of
the BOJ USD-Indexed Note 2015 (J$5B) somewhat offsetting
the decline in liquidity levels and providing stability to market
participants.

USD market conditions continue to be stable due to high
liquidity levels.

Foreign Exchange Market
Selling
J$/US$1

Close:
30/01/15
115.81

Close:
06/02/15
115.80

Change
-$0.01

J$/CDN$1

91.88

92.60

+$0.72

J$/GBP£1

174.84

176.54

+$1.70

Market trading activity was relatively low following the closure
of the BOJ Indexed bond. On Friday the dollar closed at a
weighted average selling rate of J$115.80:US$1.00.

a high and will see further growth in 2015.
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GOJ Globals
There were strong bids for Jaman global bonds last week
with the Jaman 25N dominating activity. These bonds
traded at 110 for most of the week with very limited supplies coming to the market. There were also trades on the
19s at 111 while there was some small volume trades on
39s at 106.50. Trading in JMD bonds was limited to retail
volumes as that market continues to languish.

Indicative Levels - GOJ Globals
Bid

Offer

2015

102.000

102.500

0.93%

2017

115.750

117.250

3.00%

2019

109.250

111.250

4.36%

2022

126.500

128.500

6.46%

2025

118.000

119.500

6.67%

2036

108.500

110.750

7.48%

2039

106.000

108.000

7.28%

Offer Yield*

International News
The dollar and U.S. government debt yields rose on February 5th as a strong American labor market report raised
expectations that the Federal Reserve will increase interest
rates by mid-year. More than one million jobs have been
created over the past three months, the first time that has
happened since late 1997.
The economy barreled through the last three months with
strong momentum, as American employers added 257,000
jobs in January, wage growth rebounded and more people
went looking for work in an improving labor market. With
new figures on the last two months of the year, 2014 turned
out to be the strongest year for job gains since 1999. The
government revised upward the already healthy figures for
payroll gains in November and December, increasing their
estimate by 147,000. The unemployment rate inched up to
5.7%, from 5.6%. But even that apparent setback was mostly good news, as it was primarily because more Americans
said they were encouraged enough by their job prospects to
actively look for work. Average hourly earnings rose 0.5%
in January, the biggest monthly gain in more than six years,
though it followed a disappointing drop in December. Over
the last 12 months, wages advanced at a 2.2% pace, significantly ahead of the inflation rate.
Oil rallies for third day after OPEC sees greater crude demand
Oil rose for a third straight session on Monday as OPEC
forecast greater demand for crude this year than previously
thought and projected less supply from countries outside the
group.
Data from last week showing the U.S. oil rig count at a threeyear low also bolstered prices, which were attempting to find
a floor after a brutal selloff in crude that wiped out over half
of the market’s value since June.
Benchmark Brent oil futures LCOc1 were up 60 cents, or 1
percent, at $58.40 a barrel by 10:20 a.m. ET, after revisiting
Friday’s one-week peak of $59.06.
U.S. crude futures, or WTI, CLc1 rose $1.46, or almost 3 percent, to $53.15 after climbing to $53.40 earlier.
WTI’s front-month contract, March CLH5, was at its narrowest
discount in a week to the second month, April CLJ5, as strong
gains in oil for prompt delivery reduced some of “contango”
*NB: The rates quoted above are opening indicative levels on the international market and are
subject to change as market conditions vary throughout the trading session. Additionally, the
prices quoted to clients of NCB Capital Market Limited (NCBCML) are adjusted to reflect the
costs associated with completing the transaction on the respective client’s behalf.
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that made it profitable to store crude for future delivery.
Oil services firm Genscape estimated a smaller-than-expected build of 724,000 barrels last week in the Cushing,
Oklahoma delivery point for U.S. crude, adding to the bullish sentiment, market sources said.Both WTI and Brent
have gained nearly 20 percent since a Jan. 29 rebound inspired by better confidence in the supply outlook for crude
following a seven-month-long selloff that took prices down
by more than 50 percent.
“The harder you fall, the stronger you often rebound, from
a statistical point of view,” said Phil Flynn, analyst at the
Price Futures Group in Chicago.
“But I think there is still a lot of denial that the market has
hit bottom, and you’ll continue seeing people standing in
front of the rally for a selling opportunity.”
While Monday’s sentiment in oil was predominantly bullish, some traders sounded caution over rising tensions
surrounding Greek debt negotiations, and how that could
affect the broader European macroeconomic picture and
demand for energy.
OPEC, or the Organization of the Petroleum Exporting
Countries, forecast demand for the cartel’s oil will average
29.21 million barrels per day (bpd) in 2015, up 430,000
bpd from its previous forecast.
In its monthly report, the group also slashed its outlook for
crude supply growth in non-OPEC countries, citing a slowdown in the U.S. shale boom and lower capital investment
by energy firms.
Meanwhile, data from U.S. oil services firm Baker Hughes
on Friday showed that the number of rigs drilling for oil in
the United States fell to 1,140 last week, the lowest since
December 2011.

Goldman Sachs Asset Says Yen May Decline 20% in Two
Years
The yen may decline about 20 percent in two years as Japan
encourages inflation to spur economic growth, according to
Goldman Sachs Asset Management’s head of fixed income in
the Asia-Pacific region.
While aggressive monetary easing has already dragged down
the currency and bolstered corporate earnings, workers’ wages adjusted for inflation fell for an 18th straight month in December. A decline in the yen to about 140 per dollar over the
next two years is a “reasonable expectation,” Sydney-based
Philip Moffitt said in a telephone interview. The firm oversees
about $1 trillion in assets globally.
“To create continued upward pressure on inflation, that
would be an outcome that the central bank and government
wouldn’t be unhappy with -- but not if it happened overnight,” said Moffitt in an interview Feb. 4. Over the mediumto longer-term he sees Japan’s current account falling into
deficit, which should result in the yen weakening further. The
currency has declined 27 percent against the dollar since the
end of 2012.
The yen traded at 118.99 against the greenback as of 4:23
p.m. in Tokyo, and has strengthened 0.6 percent since the
start of the year, according to data compiled by Bloomberg.
The currency will weaken to 129 against the dollar by the end
of 2016, according to the median forecast of analysts surveyed by Bloomberg, with 140 the high end of predictions.
In 2014, rising living costs in Japan out-paced annual earnings that increased for the first time in four years. The critical
element for Abe’s policies is that inflation expectations start
to become reflected in pay so that you have wage growth,
according to Moffitt.
Abe Reforms
“The hardest parts which are essentially regulatory reform
and restructurings seem to be difficult to gather momentum
around,” said Moffitt. “We are still skeptical that the scale of
the reforms and restructurings that are required can be delivered in time to take advantage” of rising prices, he said.
Skepticism about Abe’s policies has increased after the nation’s economy fell into recession last year.
“There is obviously a lot of political pressure on corporates to
play ball and increase wages,” Moffitt said.
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NCB Capital Markets Ltd (formerly Edward Gayle and Co.) established in 1968 is Jamaica’s oldest stockbrokers. The company became a part of the
NCB Group in 1994 and a fully owned subsidiary in October 2002. In December 2002, the then Edward Gayle and Co. was merged with another
NCB subsidiary, NCB Investments. The products distributed by this combined subsidiary cover the traditional money market product offerings (J$
and US$ Repos), primary dealer services, stock brokerage and investment advisory services. Edward Gayle was renamed NCB Capital Markets Ltd.
in October 2003.

NCB Capital Markets Limited (“NCBCML”) through its representative(s) has provided information to you on various financial products and services
and investment opportunities for information and educational purposes only. While NCBCML has made every effort to ensure that the information
provided to you is accurate and based on research and analysis that we have carried out or derived from sources that we believe to be accurate
and reliable, NCBCML makes no representations or warranties about the accuracy, completeness or suitability for any purpose of the information
published and will not be liable for any loss which you or anyone else may suffer in reliance on the information we have provided to you. This Report
does not take into account the specific investment objectives, financial situation or particular needs of any specific recipient and therefore this Report
should not be regarded by recipients as a substitute for the exercise of their own judgment or for obtaining advice directly from one of our investment
advisors.

Important Disclosures:

The views expressed in this report are the views of NCB Capital Markets Ltd at the date of this report.
In accordance with Section 39 (I) of the Securities Act of 1993, NCB Capital Markets Limited hereby states that it is a subsidiary of NCB Jamaica Ltd.
and to that extent may be regarded as interested in the acquisition or disposal of the shares of NCB Jamaica Ltd. However, the company acts in a
proper and professional manner in making any recommendations regarding shares listed on the Jamaica Stock Exchange. Share prices may fluctuate
and past performance is not necessarily a guarantee of future returns.
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